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With the deepening of our country's market economy system reform and the rapid 
development on the domestic capital market，the complexity and the uncertainty of the 
economy field is increasingly obvious. It is a common fact that more and more 
enterprises would be down to bankruptcy and liquidation because of financial 
crisis． Financial early-warning system as a kind of low-priced diagnostic tool has 
been well known among most companies. An effective financial early-warning system, 
in addition to predict the evidence of financial crisis, previously inform enterprise 
operators and investors and other stakeholders the hidden problems of internal 
financial operation system in enterprise, also clearly inform the operator should be 
how to solve the problem effectively, the limited financial resources are used most the 
place that can produce operating results, realize the sustainable development of 
enterprises. 
The research of the financial early-warning system can ensure the healthy 
development of capital market in China; makes the company's financial situation 
virtuous circle. It not only has the higher academic value, but also has got the 
enormous social application value. Even more, the research and application of the 
financial warning system also has important meaning to the development of socialism 
market economy and capital market；at the same time it optimize the social resources 
configuration, improve the capital utilization efficiency and profitability of the whole 
society. This paper introduces the modern financial theory into the financial 
early-warning System. Through case studies, it does some research work on the 
approaches to the financial risk monitoring and financial early-warning; provide some 
scientific basis for modern company's financial activities. 
This article includes four main parts: the first one introduces the background and 
significance, the study of financial early-warning system at home and abroad； the 
second one  introduces the theoretical knowledge of financial early-warning system, 
including its function and role，analyses the police source of financial early-warning 
system；the third one studies the methods of financial distress prediction by qualitative 
and quantitative，through the Jiangling case and YinGuangXia case, further analyzes 
the important role of financial early－warning system；the fourth one establishes  
financial early-warning system in the enterprise from organization structure, operation 
mechanism and authority. 
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